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In late September, the Peruvian Congress completed deliberations on the approval of legislation
introduced by President Alan Garcia on July 28 to nationalize a large portion of the country's private
financial system. A total of 10 banks, 16 insurance companies, and 17 finance companies have
been earmarked for expropriation by the government. On Oct. 14, Peruvian authorities initiated
execution of the legislation with police assistance. Police were dispatched to supervise the entry
of government auditors and officials at the Banco de Credito del Peru, the Banco Wiese Ltd., and a
finance company, the Financiera de Credito del Peru S.A.
Since then, owners of institutions earmarked for expropriation have launched a series of maneuvers
to impede implementation of the legislation. Included here are sit-ins by employees and clients,
street demonstrations, the use of the court system to obtain legal writs prohibiting the presence
of police on the premises of banks and financial institutions, and owners' sales of their shares to
employees, among other tactics. Highlights of recent developments appear below.
Oct. 22: Owners of the Banco de Credito and the Banco Wiese obtained an order from a civil court in
Lima demanding that government authorities and police vacate the premises of the two banks.
Oct. 23: Employees at the two banks stayed at home in an act of protest against the expropriation.
Economy Minister Gustavo Saberbein announced that the court order obtained by the bank owners
was not "definitive." Consequently, he said, expropriations will continue, and the government will
take over bank administration.
Oct. 25: President Alan Garcia announced that for the government, the bank nationalization
was a "closed chapter." The issue, he said, has been shifted to the court system. The president's
announcement reportedly was interpreted as a victory for the owners of the 33 companies tagged
for expropriation. President of the Peruvian Bank Association, and owner of the Banco Mercantil,
Francisco Pardo Mesones, returned to his home on the evening of Oct. 25, after two weeks of
residing in his bank office. Pardo told reporters that the "test of force" posed by the businesspersons
had obtained results.
Oct. 27: Banco de Credito owner Javier Arribas, reportedly distributed a large portion of his shares
in the bank among 5,100 employees. The government announced that it had temporarily suspended
expropriation procedures. President Alan Garcia said the expropriations will continue after the court
system issues decisions on the precise amounts of compensation to be paid by the government to
owners of the 33 affected companies. He mentioned that results of these deliberations may not be
available for up to six months.
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Oct. 28: The Supreme Court dismissed a judge who had ruled in favor of bankers on several
occasions in their attempts to obstruct government expropriation actions. Judge Jaime Moran
Cisneros said he was surprised and dismayed upon learning of the Court's decision. He announced
that he would appeal the decision before the Tribunal of Constitutional Guarantees, Peru's highest
judiciary body. Moran Cisneros was accused of improper procedures on several accounts. For
instance, he allegedly informed bank owners that they would receive decisions in their favor prior to
the congressional approval of the nationalization legislation.
Judicial authorities announced that several civil court orders favorable to the bank and finance
institution owners would be repealed. Some 100 clients of the Banco de Credito stormed into the
bank demanding immediate withdrawal of their savings. The group then entered the second floor
offices of the government administrators charged with supervising expropriation proceedings. After
10 minutes of shouting and chanting, police removed them from the premises.
The government committee, headed by Guillermo Schwarttman, occupied the Banco de Credito on
Oct. 14, after the bank's shareholders had sold 50.47% of their shares to 4,297 workers in a special
operation at the Lima stock exchange. The government described the transaction as yet another
maneuver to impede expropriation proceedings. On the same day, a court decision describing the
stock exchange operation as perfectly legal was made public. (Basic data from several reports by
Prensa Latina, AFP, and AP)
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